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Today,  97%  of  the  Fortune  Global  500  rely  on  VMwaref  the  global  leader  in  virtualization 
and  cloud  Infrastructure.  With  VMware,  you  can  leverage  your  existing  IT  investments  as 
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you  transition  to  a  secure,  managed  and  controlled  cloud  solution.  Because  it’s  not  about 
getting  to  the  cloud.  It’s  about  getting  to  your  cloud. 

The  power  behind  your  cloud. 


Visit  vmware.com/whiteboard 


e  status  quo  and  yes  to  ShoreTel  UC 


Thinking  outside  the  box  and  avoiding  the  same  old  providers  can  be  hugely 
rewarding  for  your  business.  Just  ask  anyone  who  has  dismissed  the  status  quo  in 
favor  of  ShoreTel's  fundamentally  different  all-in-one  UC  solution.  With  no  legacy  in 
the  way,  ShoreTel  designed  complexity  out  for  an  all-around  ease  that  frees  up 
your  valuable  IT  resources,  giving  you  the  lowest  total  cost  of  ownership  guaranteed. 
So  why  settle  for  average  when  you  can  do  so  much  better?  Visit  shoretel.com/sayyes 


Copyright  @  ShoreXe!  2012.  All  rights  reserves 
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Allstate  CIO  Suren  Gupta  got  a  $500,000  bonus  last  year 
for  quickly  realigning  the  IT  group  to  focus  on  business  needs. 
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Virtualize, 

\  the  plug-and-play  way. 

;  With  numerous  hardware,  software  and  networking  options 
to  choose  from,  virtualization  can  be  a  really  complex  process. 
The  new  IBM  BladeCenter®  Foundation  for  Cloud  with  Intel® 

;  Xeon®  processors  changes  all  that,  dramatically. 

;  It’s  a  workload-ready  platform  with  built-in  management, 

/  so  it’s  quick  to  deploy  and  easy  to  manage.  Also,  the  system 
/  integrates  seamlessly  with  your  existing  infrastructure.  So  you 
/  can  get  started  at  once,  without  wasting  precious  resources. 

In  addition,  you  have  the  option  to  transition  to  the  cloud  on 
your  terms,  not  on  your  vendor’s.  For  improved  business  agility 
and  reduced  IT  costs,  look  to  the  IBM  BladeCenter  Foundation 
for  Cloud. 


Take  10  minutes  to  see  for  yourself. 

See  how  the  IBM  BladeCenter  Foundation  for  Cloud  makes  things 
easy  for  you.  Visit  ibm.com/systems/foundation 


IBM,  the  IBM  logo,  ibm.com  and  BladeCenter  are  trademarks  of  International  Business  Machines  Corp,  registered  in  many  jurisdictions  worldwide. 
Other  product  and  service  names  might  be  trademarks  of  IBM  or  other  companies.  A  current  list  of  IBM  trademarks  is  available  on  the  Web  at 
www.ibm.com/legal/copytrade5html.  Intel,  the  Intel  logo,  Xeon  and  Xeon  Inside  are  trademarks  of  Intel  Corporation  in  the  U.S.  and  other  countries. 
©  International  Business  Machines  Corporation  2011.  All  rights  reserved. 
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Coming  of  Age 

How  much  is  a  great  CIO  worth?  That  question  has  generated  dozens  of 
stories  over  the  years  about  the  most  highly  paid  CIOs,  along  with  some 
“OMG!”-inspiring  lists  of  multi-million-dollar  earners. 

But  the  far  more  interesting  story— the  one  behind  the  numbers— is 
what  inspired  our  cover  story  this  month  (“The  Bottom  Line  on  CIO  Pay,” 
Page  22).  Senior  Editor  Kim  S.  Nash  set  out  to  discover  exactly  what  kind 
of  business  metrics  and  financial  targets  these  top  CIOs  have  to  hit.  What 
does  that  seat  at  the  table  require  in  terms  of  deliverables? 

To  put  together  this  uniquely  revealing,  well-researched  story,  Nash 
pored  over  the  Fortune  lOOO’s  latest  proxy  statements— where  companies 
list  their  top  five  most  highly  paid  executives,  as  required  by  the  Securities 
and  Exchange  Commission— to  find  those  that  included  CIOs.  Forty-five 
IT  leaders  made  that  cut. 

Then  she  delved  into  their  publicly  available  compensation  plans  (set  by 
boards  of  directors)  to  find  the  most  illuminating  examples  of  the  business 
metrics  used  to  gauge  these  CIOs’  performance.  Those  metrics  don’t  come 
from  any  standard  checklist,  either.  Company  profits  and  sales  revenue 
show  up,  of  course,  but  CIOs  are  just  as  likely  to  be  judged  by  any  of  a  dozen 
other  measures  (see  “Paycheck  Metrics,”  Page  24). 

Along  the  way,  Nash  also  researched  the  general  business  conditions 
facing  those  companies  so  she  could  put  each  CIO’s  performance  require¬ 
ments  into  a  larger  context. 

One  of  her  exclusive  findings  in  that  analysis  was  that  the  pay  pack¬ 
ages  of  CIOs  and  other  executives  can  fluctuate  by  as  much  as  40  percent 
year-to-year.  In  her  interviews  with  these  CIOs,  many  talked  about  the 
importance  of  having  companies  measure  them  just  like  any  other  C-level 
executive.  “Anything  we  do  in  IT  must  tangibly  affect  something  that  our 
customers  can  feel  [or]  that  our  P&L  sheet  can  see,”  says  CIO  Wayne  Shurts 
of  Supervalu,  the  financially  struggling  grocery  store  chain.  “Even  just  five 
years  ago,  how  much  did  we  talk  about  IT  and  the  [corporate]  revenue  line 
at  a  company?  Very  little.  Today  it’s  a  big  thing.” 

Even  bigger  is  what  this  story  tells  us  about  the  coming-of-age  of  the  CIO 
profession,  which  is  one  of  the  youngest  in  the  C-suite,  yet  has  a  measurable 
strategic  impact.  “For  us,  it’s  not  just  aligning  with  the  business.  IT  has  to 
be  in  the  business,”  says  CIO  Lidia  Fonseca  of  Laboratory  Corporation  of 
America.  “That  has  been  a  key  driver  in  being  an  effective  CIO.” 


Maryf  ran  Johnson,  Editor  in  Chief,  CIO  Magazine  &  Events 

mfjohnson@cio.com 
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Because  colleges  have  to  serve  large 
populations  that  use  their  own  devices, 
they  have  been  turning  to  big  data 
analytics  to  manage  bring-your-own- 
device  security.  Senior  Online  Writer  Thor 
Olavsrud  says  that  the  University  of  Texas 
at  Austin  is  a  prime  example  of  this  trend. 
The  university  has  as  many  as  120,000 
devices  connected  to  its  network  at  any 
given  time.  The  CISO  of  the  university  used 
to  rely  on  intrusion-detection  systems  and 
custom  software  for  security,  but  now  uses 
Splunk  to  identify  threats  to  the  net¬ 
work  and  alert  affected  departments 
faster,  www.cio.com/article/712569 

Security  Scapegoats 

Contributing  Writer  Bill  Snyder  says  that 
cloud  storage  will  probably  never  be 
completely  secure,  but  using  the  same 
password  for  several  logins  just  makes 
the  problem  worse.  Dropbox  was  reminded 
of  this  when  it  was  hacked  recently,  and 
it  cited  careless  users-those  who  don't 
use  unique  passwords-as  contributing  to 
the  security  breach.  Dropbox  recommends 
using  sites  such  as  iPassword  to  save  your 
passwords  but  also  says  it  needs  to  do  a 
betterjob  of  keeping  its  users  safe, 
blogs.cio.com/node/17276 

Paving  the  Way  for  iPads 

Senior  Online  Writer  Tom  Kaneshige  talked 
to  Paul  Lanzi,  manager  of  the  enterprise 
mobility  team  at  Genentech,  about  why  the 
biotech  giant  built  its  own  enterprise  app 
store  in  2008  (hint:  no  off-the-shelf  app 
stores  existed  then).  The  company  also 
has  more  than  14,000  iPads  in  use  along¬ 
side  laptops,  giving  Lanzi  valuable  insight 
into  the  costs  and  benefits  of  tablet 
adoption,  www.cio.com/article/712185 


Compiled  by  Editorial  Assistant  Lauren 
Brousell.  Have  a  comment  about  a  story  in 
this  issue?  Go  to  www.do.com/issue/ 
20120901  or  write  to  lettersdpcio.com. 
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Security  question  #21 


Are  you  using  the  highest  overall 
protection  Next- Gen  Firewall 
recommended  by  NSS  Labs? 


100%  resistant  to  evasion 

18.9  Gbps  Next-Gen  Firewall  throughput 

Highest  connections/sec 

Ultra  low  latency 


NSS  Labs 


According  to  NSS  Labs,  the  global  leader  in  independent  security 
product  testing,  "For  high-end  multi-gigabit  environments  looking 
to  upgrade  defenses  from  their  current  firewall  to  a  Next-Generation 
Firewall,  the  advanced  architecture  of  the  Dell™  SonicWALL™ 
SuperMassive™  E10800  running  SonicOS  6.0  provides  an  extremely 
high  level  of  protection  and  performance.  Those  that  consider  the 
SonicWALL  brand  to  be  associated  only  with  SMB  UTM  products 
will  need  to  reevaluate  their  opinion." 


Dell  SonicWALL  secures  the  enterprise. 

Gain  Next-Gen  Firewall  performance  today.  Visit  sonicwall.com/nss 
to  learn  why  NSS  Labs  rated  Dell  SonicWALL  so  highly. 


SonicWALL 


2012  Next-Generation  Firewall  Security  Value  Map  provided  by  NSS  Labs-a  third  party,  global  leader  in  independent  security  product  testing  and  certification  (nsslabs.com). 
Copyright  2012  Dell,  Inc.  All  rights  reserved.  Dell  SonicWALL  is  a  trademark  of  Dell,  Inc.  and  all  other  Dell  SonicWALL  product  and  service  names  and  slogans  are  trademarks 
of  Dell,  Inc. 


FROM  THE  CEO 


Corporate  DN  A 

When  Yahoo  named  Marissa  Mayer  as  its  new  CEO  recently,  the  news  got 
a  lot  of  attention.  Yahoo’s  Chairman  Fred  Amoroso  called  Mayer  the  perfect 
choice  because  of  her  “unparalleled  track  record  in  technology,  design  and 
product  execution.” 

But  in  the  flood  of  commentary  and  reaction  that  followed,  the  remark 
that  really  caught  my  attention  came  from  Netscape  co-founder  and  ven¬ 
ture  capitalist  Marc  Andreessen.  He  said  Yahoo  hired  a  “product-centered 
CEO”  in  Mayer  rather  than  going  with  interim  CEO  Ross  Levinsohn,  who 
Andreessen  considers  a  “sales-centric  CEO.” 

That  insight  fascinated  me  because  it  drills  right  down  to  the  core  of 
what  a  company  wants  to  be  and  how  well  its  culture  supports  that.  In 
every  industry,  there  are  successful  companies  approaching  the  market 
with  different  business  philosophies  and  cultural  makeups.  In  the  technol¬ 
ogy  market,  for  example,  EMC  is  known  for  its  sales  culture;  Google  and 
Microsoft  for  their  engineering  cultures;  IBM  and  HP  for  their  operational 
cultures;  Amazon  for  its  supply-chain  culture;  and  Apple  for  its  design  and 
marketing  culture. 

Stop  and  think:  What  is  the  cultural  DNA  of  your  company? 

That’s  an  especially  important  question  for  CIOs  to  answer  and 
understand.  It  helps  you  define  what  IT  must  deliver  to  be  viewed  and 
respected  as  a  business  partner.  Yet  one  of  the  unsettling  things  I  noticed 
earlier  this  year  in  our  State  of  the  CIO  research  was  that  48  percent  of  you 
said  your  business  peers  thought  of  the  IT  organization  as  a  cost  center 
or  service-delivery  organization.  Given  the  solid  results  IT  has  delivered 
since  the  Great  Recession  of 2007-2009, 1  was  surprised  by  how  high  that 
percentage  was. 

With  your  IT  organizations  doing  some  of  their  best  and  most  trans¬ 
formative  work  in  the  slowly  recovering  economy,  how  can  half  of  you  still 
be  seen  as  cost  centers  or  service  organizations?  Perhaps  the  answer  lies 
in  a  mismatch  of  cultural  DNA  between  IT  and  the  CEO.  For  instance,  an 
IT  organization  that  delivers  amazing  technical  solutions  would  be  highly 
valued  in  an  engineering  culture.  But  if  the  company  has  a  sales  culture, 
the  business  executives  won’t  be  impressed. 

So,  what’s  your  corporate  DNA  and  how  much  does  it  matter  to  IT?  I’d 
love  to  hear  your  thoughts,  so  drop  me  a  line  anytime. 


Michael  Friedenberg,  President  and  CEO 

mfriedenberg@cio.com 
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The  Next  Big  Thing  for  Enterprise  is  Here. 

Samsung  GALAXY  £  HI  joins  the  growing  family  of  Samsung  SAFE  (Samsung  Approved  for 
devices  making  it  an  extremely  powerful  business  tool.  Ensure  peace  of  mind  with 
advanced  Microsoft  Exchange  Active  Sync  features,  on-device  AES  256-bit 
encryption,  and  support  for  industry  leading  VPN  and  Mobile  Device  Management 
providers  with  more  than  338  IT  policies.  With  Samsung  GALAXY  III  ,  keep  sensitive 
emails,  meeting  details  and  documents  secure,  no  matter  where  your  work  takes  you. 

Samsung  GALAXY  A  HI 


Enterprise) 


SAFE2SWITCH  Trade  in  one  or  more  qualifying  devices  when  you  upgrade  to  a  new  Samsung  SAFE  smartphone  like  the 
GALAXY *^111 ,  and  get  up  to  $300  device.  Scan  to  find  out  what  your  device  is  worth,  www.samsungsafe2switch.com 
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3,000  of  your 
peers  joined 


Join  CIO's  Peer2Peer 
Research  Panel  and  make 
your  opinions  count 


Custom  Solutions  Group 


SHARE  opinions  and  best  practices  with  your  peers 
by  participating  in  short  surveys,  interviews,  and 
mini  polls  about  current  technology  issues  and  strategies 

GAIN  access  to  our  Panel  member  website,  where 
you  can  download  survey  results  and  White  Papers, 
and  other  assets  created  from  peer  research. 

TAKE  advantage  of  opportunities  to  win  prizes 
such  as  cash,  gift  cards,  and  the  latest  electronics 
for  each  survey  that  you  participate  in. 

Visit  www.c-icpeer  p  ?e  to  join  and  share 

opinions  with  your  peers  about  a  variety  of 
technology  and  business  related  topics. 


ILLUSTRATION  BY  ANTHONY  FREDA 


innovation  and  business  value 


Digging  for  Innovation 

Mining  company  Rio  Tinto  partners  with  an  offshore  outsourcer 
togofrom  ideas  to  implementation  by  Stephanie  overby 


The  growth  of  the  developing  world  will  likely  require  as  many  mineral  resources  over  the  next 
25  years  as  have  been  used  since  the  dawn  of  the  Industrial  Revolution.  But  those  scarce  minerals 
will  become  increasingly  difficult  to  recover  from  the  earth. 

It’s  a  basic  problem  of  supply  and  demand,  but  the  solutions  are  anything  but  basic  for  John 
McGagh,  head  of  innovation  for  mining  company  Rio  Tinto.  “We  look  for  big  problems,”  he  says. 
“My  shop  is  not  about  incremental  innovation.  We  ask  ourselves  one  question:  What  can’t  we  do 
today  that,  if  we  could  do  it  tomorrow,  would  fundamentally  change  the  business?” 

Mining  practices  have  remained  largely  unchanged  for  more  than  a  century.  So  when  Rio  Tinto 
began  developing  its  Mine  of  the  Future  program  to  bring  new  automation  and  remote  operations 
to  the  139-year-old  company,  McGagh  looked  outside  for  help. 

“We  don’t  believe  our  strategic  advantage  is  design,”  says  McGagh,  whose  team  of  100  people  is 
aided  by  at  least  ten  times  that  outside  the  company.  To  overcome  that,  “we  build  networks.”  ►  ► 


TTTTT 


. 12%  E-book  readers  (age  16  and  above)  who  borrowed  an  e-book  from  their  local  library  in  the  past  year.  pew 

Research  center . 85%  Managers  who  feel  more  positive  about  cloud  computing  than  they  did  last  year.  compTiA 
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►  ►  Innovation  Continued  from  Page  11 


Those  networks  include  a  center  for  mine 
robotics  and  automation  at  the  University 
of  Sydney,  an  advanced  mineral  recovery 
research  program  with  London’s  Imperial 
College,  and  General  Electric’s  Ecomagina- 
tion  initiative  to  deliver  lower-carbon  solu¬ 
tions  for  surface  mining. 

The  ideas  have  come  fast  and  furious,  but 
just  two  of  every  100  ideas  make  it  to  pilot, 
and  even  those  often  don’t  get  adopted.  Sug¬ 
gestions  include  a  laser  scanner  that  drives 
around  a  mine  pit  to  produce  a  real-time  3-D 
model  of  the  environment  and  an  autono- 


People  have  quickly  begun  using  tablets  for  daily  media 
consumption,  a  Gartner  study  says 

Personal  activities  moving  f^HpCs  to  media  tablets: 


Reading  news 


Checking  the  weather  forecast 


a 

J.  63% 


69% 


Social  networking 


SOURCE:  GARTNER  SURVEY  OF  510  TABLET-USING  CONSUMERS,  JULY  2012;  MULTIPLE  RESPONSES  ALLOWED 


mous  explosives  truck  programmed  to  create 
precise  blast  holes.  The  goal  is  a  safer,  more 
efficient  and  more  effective  mining 
environment  where  people  work 
like  air-traffic  controllers— super¬ 
vising  drills,  loaders  and  trucks 
from  hundreds  of  miles  away. 

“It  became  obvious  that  we 
needed  a  partner  to  accelerate 
our  surface  mining,  data  mining 
and  robotic  technologies,”  says 
McGagh.  That’s  where  Indian  IT 
service  provider  iGate  came  in. 

“We  wanted  a  partner  who  could 
look  outside  the  closed  world  of  mining  and  say,  ‘Here’s  ideas 
from  biotech  or  automotive  or  aerospace,”’  says  McGagh,  who 
prefers  PhDs  and  MBAs  working  on  the  project.  “We  wanted 
to  have  that  intellectually  combative  and  inquisitive  exchange.” 

McGagh  refuses  to  use  the  word  “outsourcing.”  “We  were 
looking  for  technical  capability  insourcing— a  way  to  bring 
on  board  an  innovation  center,  which  happens  to  be  in  Pune 
[India]  and  happens  to  be  operated  by  our  partner,”  he  says. 
“We  had  to  build  a  lot  of  cultural  and  technical  links,  and  it  was 
a  challenge  to  bring  this  much  larger  group  [into  the  fold].” 

His  team  has  evolved  to  better  manage  the  relationship,  such 
as  by  incorporating  “people  who  can  speak  the  language  of  our 
business  and  translate  to  our  network  partners,”  says  McGagh. 
While  some  Rio  Tinto  competitors  do  develop  emerging  tech¬ 
nologies  in-house,  McGagh  prefers  his  way.  “If  we  tried  to  do 
it  internally,  it  would  be  miners  thinking  like  miners,”  he  says. 
“Have  you  been  to  a  mining  conference?  It’s  downright  dull.” 


"If  we  tried 
to  do  this 
internally, 
it  would 
be  miners 
thinking 
like  miners." 

-John  McGagh,  head  of 
innovation,  Rio  Tinto 


Stephanie  Overby  is  a  freelance  writer  based  in  Massachusetts. 


Trading  Data 
for  Free  Stuff 

Consumers  know  that  their  personal  data 
is  valuable  to  companies,  and  they  aren't 
afraid  to  share  as  long  as  the  information 
isn't  too  personal  and  they  receive  some¬ 
thing  in  exchange,  according  to  a  study  by 
PricewaterhouseCoopers. 

The  study  was  based  on  a  survey  of  1,000 
U.S.  consumers  and  a  series  of  focus  groups. 
PwC  found  that  73  percent  of  respondents 
were  willing  to  share  information-depend¬ 
ing  on  what  they  would  get  in  return.  That 
number  increased  to  76  percent  if  they  were 
offered  gifts  such  as  free  entertainment. 

In  the  survey,  most  consumers  said  they 
were  willing  to  share  information  about  their 
gender,  marital  status  and  TV  or  movie  pref¬ 
erences.  But  consumer  willingness  to  share 
personal  data  fell  dramatically  for  informa¬ 
tion  about  their  current  location,  employment 
history,  Web  browsing,  cell  phone  number, 
medical  or  financial  information,  and  texting 
information.  Respondents  showed  the  most 
sensitivity  about  their  Social  Security  number 
and  their  cell  phone  calling  history. 

Consumers  consider  their  cell  phones 
extremely  personal  and  private,  says  Mark 
Lobel,  principal  with  PwC  Advisory  Services. 

-Thor  Olavsrud 


. 21%  CIOs  who  say  their  mobile  device  policy  poses  a  high  risk.  cemafto . 69%  People  who  won't  sleep  until 

they've  checked  work  email.  Good  Technology  *  •  *  *  50%  Americans  who  are  anxious  traveling  without  mobile  devices.  Intel 
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EcoBreeze  with  Two 
Economizer  Modes 


StruxureWare  for 
Data  Centers 


Facility  Power  Module 


Reference  Designs 


Our  innovative  data  center  physical  infrastructure 
with  full-visibility  management  lowers  operating  costs. 


Rack-to-row-to-room-to-building  architecture  lowers  cost. 

Improving  both  efficiency  and  system  uptime  requires  a  second  look  at 
today’s  data  centers!  Featuring  innovative  and  industry-leading  physical 
infrastructure  components,  Schneider  Electric™  data  centers  uniquely  span 
traditional  IT  “white  space”  and  facilities  to  improve  interoperability,  deliver 
true  data  center  agility,  and  achieve  cost-saving  energy  and  operational 
efficiency.  Our  integrated  architecture  also  lowers  total  cost  of  ownership, 
enables  fast  and  easy  design  and  deployment,  and  promises  the  highest 
availability. 

It  comprises  best-of-breed  components  available  from  a  single  source  and 
through  a  global  supply  and  services  chain.  From  our  well-known  APC  InRow™ 
cooling  units  to  our  innovative  EcoBreeze™  facility  cooling  module  with  two 
economizer  modes  to  our  unparalleled  data  center  management  software 
StruxureWare™  for  Data  Centers,  Schneider  Electric  products  can  be  found 
literally  in  every  data  center  domain. 

We  offer  the  most  energy-efficient  components  —  all  uniquely  engineered 
as  a  system.  In  the  long  run,  the  Schneider  Electric  rack-to-row-to-room-to- 
building  approach  reduces  total  data  center  life  cycle  cost  up  to  1 3  percent 
and  30  percent  of  data  center  physical  infrastructure  cost  over  1 0  years!  In 
fact,  it’s  the  foundation  of  our  Business-wise,  Future-driven™  data  centers. 


D 
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>  EcoBreeze  with  two  economizer  modes 

Only  the  scalable  EcoBreeze  automatically  switches 
between  air-to-air  heat  exchange  and  indirect 
evaporative  cooling  to  maximize  conditions  year-round. 

>  Data  center  facility  power  module 

Our  modular,  step-and-repeat  approach  to  facility 
power  lets  you  expand  capacity  in  500  kW  increments 
as  needed,  cutting  OpEx  by  up  to  35  percent  and 
CapEx  from  1 0  to  20  percent. 

>  StruxureWare  for  data  centers 

With  building-to-server  visibility,  StruxureWare 
for  Data  Centers  enables  you  to  make  informed 
decisions  about  your  physical  infrastructure. 

>  Reference  designs 

Our  standardized  architectures  for  various  data  center 
configurations,  from  200  kW  to  20  MW,  reduce  time, 
cost,  complexity,  and  system  risk. 

>  Data  center  life  cycle  szervices 

Including  energy  management  services,  professional 
services  from  planning,  build/retrofit,  and  operations  help 
ensure  highest  system  availability  and  efficiency. 


by  Schneider  Electric 


by  Schneider  Electric 


Business-wise,  Future-driven. 


Is  your  data  center  efficient?  Download  our  White 
Paper  Efficiency  Kit  and  register  to  win  Apple  TV®. 

Visit:  www.SEreply.com  Key  Code:  r921v  or  Call:  888-289-2722  x6444 


Schneider 

^Electric 


©2012  Schneider  Electric.  All  Rights  Reserved.  Schneider  Electric,  APC,  Square  D,  InRow,  EcoBreeze,  StruxureWare,  and  Business-wise,  Future-driven  are  trademarks  owned  by 
Schneider  Electric  Industries  SAS  or  its  affiliated  companies.  All  other  trademarks  are  property  of  their  respective  owners.  •  www.schneider-electric.com  •  998-1 1 58241 J3MA-US 
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BUSINESS  STRATEGIST 


Preempting  the  Next  CIO 

Tackle  the  problems  that  your  successor  would  jump  on-now,  while 
you  still  have  the  chance  to  be  the  hero  by  bryson  payne 


l 


! 

i 
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In  my  six  years  as  a  CIO,  I’ve  heard  countless  statis¬ 
tics,  jokes  and  other  reminders  of  my  job’s  typically 
short  shelf  life.  Fortunately,  I’m  also  a  tenured  asso¬ 
ciate  professor,  so  I’ll  get  to  opine  about  IT  leader¬ 
ship  long  after  my  “best  if  used  by”  date  has  passed. 
After  about  four  years  in  the  post,  though,  I  stopped 
asking  why  CIOs  are  such  a  famously 
short-lived  breed.  I  chose  instead  to  focus 
on  pressing  problems  at  my  organization 
from  a  new  perspective: 

What  would  the  next  CIO  do? 

It’s  one  simple  question  that  produces  sear¬ 
ing  clarity.  I  came  up  with  three  areas  of  con¬ 
cern  to  help  me  answer  that  question  and 
focus  on  the  long-term  health  of  my  IT  team 
and  my  organization  as  a  whole. 

Pain  points.  What  annoying  problems 
would  my  replacement  fix?  New  leaders 
typically  start  by  fixing  the  most  easily  solved  problems— 
the  low-hanging  fruit.  Of  course,  IT  leaders  have  many 
other  duties,  such  as  strategic  innovation,  24/7  operations 
and  99.999  percent  availability.  Along  the  way,  though,  stay 
connected  enough  to  users  to  know  whether  there  are  pain 
points  that  need  addressing.  Your  replacement  will  cer¬ 
tainly  start  there,  so  why  shouldn’t  you? 

Jackhammer  issues.  What  nagging  problems  do 
users  deal  with  so  often  that  they’ve  tuned  them  out,  like  a 
jackhammer  operating  right  outside  the  building?  When 
someone  starts  using  a  jackhammer  within  earshot,  it’s 
jarring  and  unpleasant.  If  the  jackhammer  continues  every 
day,  though,  your  discomfort  eventually  fades  as  you  learn 
to  filter  out  the  noise  and  work  around  the  inconvenience. 

A  new  person  would  ask,  “How  can  you  work  with  that 
jackhammer  running  all  day?”  but  those  who  have  been 
there  awhile  might  reply,  “What  jackhammer?” 

What  workarounds  are  your  colleagues  and  users 
forced  to  use?  What  hoops  do  your  customers  have  to  jump 
through  to  deal  with  persistent  annoyances  in  your  IT  sys¬ 


tems  and  processes?  What  new  options  would  a  replace¬ 
ment  CIO  offer  to  get  rid  of  lingering,  minor  hurdles  in  the 
technology  experience  in  your  organization? 

Don’t  let  someone  else  come  in  as  the  hero.  Eliminate 
unnecessary  inconveniences  for  your  users  while  you  still 
have  the  chance. 

Relationship  rescue.  What  relation¬ 
ships  would  the  next  CIO  build,  repair 
or  transform  to  reconnect  IT  to  the  daily 
business  of  the  organization?  What 
partnerships  would  your  replacement 
strengthen  or  form  to  make  technology 
more  effective  across  your  organization? 

If  you  strive  to  connect  people  more 
than  you  separate  them,  if  you  include 
people  in  prioritizing,  planning,  and 
preparation,  if  you  reach  out  to  people 
that  others  sometimes  overlook,  you’ll 
build  relationships  that  allow  you  to 
accomplish  much  more  than  you  could  eke  out  alone. 

Author  and  futurist  Thornton  May  says,  “Your  net¬ 
work  will  keep  you  safe.”  He’s  not  talking  about  gigabit 
fiber  optics.  He  means  your  human  network  will  keep 
you  connected  to  the  organization,  connected  to  users, 
connected  to  your  customers— and  that  more  than  any¬ 
thing  will  keep  you  safe.  It  won’t  make  you  untouchable 
or  invincible  or  guarantee  your  job.  Rather,  your  relation¬ 
ships  will  keep  you  in  tune  with  your  organization’s  needs, 
which  will  focus  your  vision  on  bringing  the  most  value  to 
your  workplace. 

So  while  you’ve  got  the  opportunity  now,  tackle  some  of 
the  things  you  would  do  if  you  were  the  new  guy.  Remove 
some  pain  points,  eliminate  some  nagging  jackhammer 
issues,  and  start  forming  the  relationships  a  new  CIO 
would  need  to  bring  the  most  value  to  the  role.  Don’t  wait 
for  someone  else  to  take  all  the  glory. 


Bryson  Payne  is  CIO  at  North  Georgia  College  and  State 
University.  Contact  him  at  bpayne@northgeorgia.edu. 


What 

relationships 
would  the  next 
CIO  build,  repair 
or  transform 
to  reconnect 
IT  to  the  daily 
business  of  the 
organization? 
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It's  not  just  a  wool  cap. 
It's  an  opportunity. 
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Rethink  Possible 


Download  the  free  scanner  app  at  http://scan.mobi  and  scan  this  code  to  learn  more. 

©  201 2  AT&T  Intellectual  Property.  All  rights  reserved.  AT&T,  the  AT&T  logo  and  all  other  AT&T  marks  contained  herein  are  trademarks  of  AT&T  Intellectual  Property  and/or  AT&T  affiliated  companies. 


Opportunities  are  created  and  protected 
in  the  AT&T  network. 


In  here,  vendor  access  is  secure. 

Communications  are  simple  and  safe.  Retail 
transactions  are  protected  —  online  and  in-store. 

As  demand  spikes,  stores  and  suppliers  can 
react  instantly.  From  any  device, 
anywhere  in  the  world,  buyers  can  contact  suppliers 
securely  to  get  what  they  need  overnight. 

In  here,  a  wool  cap  goes  from  "nice" 
to  "phenomenal"  in  one  season. 

To  learn  more,  visit  att.com/business 


leadership  and 
operational  excellence 


Casting  a  Wider  Safety  Net 

Desktop  virtualization  allows  Iowa  to  lower  costs  and 
expand  employment  services  by  kim  s.  nash 

When  2011  budget  cuts  forced  the  state  of  Iowa  to  close  36  of  55  employment  offices,  government 
officials  looked  for  ways  to  keep  providing  services  to  residents,  90,000  of  whom  were  out  of  work. 

Using  desktop  virtualization  tools,  the  state  equipped  schools,  libraries  and  other  public  build¬ 
ings  with  secured  online  applications  for  residents  to  get  help  with  filing  for  unemployment,  writing 
resumes,  searching  for  jobs,  and  accessing  state  programs.  The  project  has  been  so  successful  that  a 
year  later,  Iowa  provides  more  services  in  more  places  than  ever  before— for  less  than  it  used  to  spend. 

“We  were  reacting  to  necessity  at  first.  But  we’re  able  to  keep  services  and  still  save  money,”  says 
Gary  Bateman,  CIO  of  Iowa  Workforce  Development,  a  state  agency  that  oversees  employment 
services.  “We  feel  pretty  good  about  that.” 

The  agency  won  a  CIO  100  award  for  the  project,  which  saved  $6.5  million  in  state  funds  ►  ► 
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When  organizations  get  to  the  point  where  their  volume,  velocity 
and  variety  of  data  exceed  storage  or  computing  capacity,  there 
are  some  big  challenges  -  but  even  bigger  opportunities  to  achieve 
unprecedented  business  value.  So,  where  do  they  turn  when  looking 
for  optimal  ways  to  gain  insights  from  these  larger  data  sets  in  shorter 
reporting  windows?  They  turn  to  SAS' 

Speed  to  insight 

From  banking  and  retail  to  health  care  and  insurance,  SAS  is 
helping  industries  gain  insights  that  once  took  weeks  and  days 
-  in  just  hours,  minutes  and  seconds.  It's  all  about  getting  to 
the  relevant  data  quicker,  revealing  previously  unseen  patterns, 
sentiments  and  relationships,  delivering  that  information  into  a 
real-time  architecture  and  speeding  the  time  to  insights. 


High-performance  analytics  from  SAS 

Combining  industry-leading  analytics  software  with  high-performance 
computing  technologies  produces  fast  answers  to  previously 
unsolvable  problems  -  and  enables  our  customers  to  gain 
competitive  advantage.  SAS  Grid  Computing  creates  a  centrally 
managed,  shared  environment  for  processing  large  jobs  and 
a  growing  number  of  users  efficiently.  SAS  In-Database  builds 
analytic  logic  into  the  database  itself  for  improved  agility  and 
governance.  And  SAS  In-Memory  Analytics  eliminates  the  need 
for  disk-based  processing,  allowing  for  much  quicker  response 
times.  Together,  the  components  of  this  integrated,  supercharged 
platform  are  changing  the  decision  making  landscape  -  and 
resetting  how  the  world  solves  business  problems.  Find  out  more 
about  how  SAS  can  help  you  realize  the  business  value  achieved 
from  capitalizing  on  complexity. 


Each  SAS  customer’s  experience  is  unique  Actual  results  vary  depending  on  trie  customer's  individual  conditions.  SAS  does  not  guarantee  results,  and  nothing  herein  should 
he  construed  as  constituting  an  additional  warranty.  SAS  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trademarks  or  tradeinarks  of  SAS  Institute  Inc, 
in  the  USA  and  other  countries.  ©  201  ?  SAS  Institute  Inc  All  rights  reserved.  S91 234US.051 2 


A  leading  bank  reduced  bar 
default  calculation  times  from 


A  major  retailer  reduced 
the  time  it  takes  to  optimize 
store-specific  pricing  each 
week  from  30  hours  to  2. 
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and  impressed  our  judges  as  a  great  effort  to  make 
services  available  and  quickly  achieve  good  finan¬ 
cial  payback.  The  state  already  had  hardware  and 
software  licenses  in  place  and  reused  existing 
equipment.  The  additional  cost  was  just  $8,600. 

Desktop  virtualization  wasn’t  exactly  new  to 
Iowa  Workforce  Development.  Like  53  percent  of  IT 
leaders  we  recently  polled  about  technology  plans, 
its  IT  group  had  already  rolled  out  desktop  virtual¬ 
ization  technology— in  this  case,  to  about  600  state 
employees,  who,  as  it  turned  out,  served  as  guinea 
pigs  for  last  year’s  broader,  public  rollout. 

The  employees  helped  IT  identify  best  practices. 
For  example,  the  user  interface  must  be  as  simple 
and  graphical  as  possible,  says  Bateman,  who 
joined  the  agency  in  November  2010  after  a  career 
in  corporate  IT  in  the  automotive  industry.  The  vir¬ 
tual  desktop  employees  used  had  a  clunky  folder 
metaphor,  like  mid-1990s-era  Microsoft  Windows. 
The  public  system  uses  the  icons  and  Web -style 
links  popular  with  the  consumer  public  instead. 

The  agency  started  the  public  rollout  in  July 
2011  with  one  virtual  access  point  in  each  of  Iowa’s 
99  counties.  Now  there  are  3,510  access  points  in 
722  locations  across  the  state.  That  includes  senior 
citizens  centers,  courthouses,  National  Guard 
armories  and  places  of  worship.  One  university  has 
installed  over  500  machines  so  students  can  get 
started  on  job  searches.  “Anything  with  an  Internet 
connection  is  a  candidate,”  Bateman  says. 

One  surprise  for  the  state  was  how  much  the 
system  is  used  in  the  evenings  and  on  weekends. 
Before,  residents  could  get  access  to  employment 
services  only  during  the  hours  that  physical  offices 
were  open,  typically  8:00  a.m.  to  4:30  p.m.  on  week¬ 
days.  Now,  people  are  online  until  9:00  p.m.  and, 
Bateman  suspects,  there  would  be  traffic  even  later 
if  libraries  and  other  public  buildings  were  open 
later.  Saturday  is  the  system’s  busiest  day. 

Armed  with  data  about  usage,  the  state  started 
to  make  staff  available  by  phone  and  online  chat 
until  8  p.m.  on  weekdays  and  added  five  hours  of 
Saturday  service. 

The  new  system  has  served  about  180,000 
people  so  far,  and  at  least  one  high  school  wants 
Bateman  to  adapt  it  for  use  on  iPads  to  give  access  to 
teenagers  preparing  for  college,  trade  school  or  the 
working  world.  “It’s  a  proven  system  now,”  he  says. 


Senior  Editor  Kim  S.  Nash  can  be  reached  at 
knash@cio.com.  Follow  her  on  Twitter:  twitter.com/ 
knash99. 
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Big  Bank  Gets  More  Social 

BY  KRISTIN  BURNHAM 


Five  years  ago,  TD  Bank  Group  recognized  that 
social  media  would  become  big.  "We  knew  social 
would  be  creeping  into  the  workforce  and  we 
wanted  to  be  ahead  of  it,"  says  Wendy  Arnott,  vice 
president  of  social  media  and  digital  communica¬ 
tion.  The  question  was  how  to  go  about  it, 

The  company's  intranet  had  the  seeds  of  something  social, 
but  it  needed  help,  so  the  bank  looked  at  enterprise  social  media 
tools.  "If  we  got  employees  used  to  using  social  tools  at  work, 
lots  of  good  ROI  would  come  of  that,  we  thought,"  Arnott  says, 


What  they  did:  TD  Bank  started  by  establishing  a  commit¬ 
tee  composed  of  senior  leaders.  This  team,  called  Next@Work, 
rounded  up  a  list  of  requirements  from  the  various  business 
units,  TD  Bank's  IT  department,  which  is  made  up  of  8,000 
people  and  serves  more  than  85,000  employees,  also  had  a 
number  of  requirements  for  a  social  enterprise  tool. 

"First  we  looked  for  a  match  against  our  business  [and] 
functional  requirements,  which  included  security,  compli¬ 
ance  and  privacy  capabilities,"  says  TD  Bank's  CIO  Glenda  Crisp, 
"Then  we  looked  for  alignment  to  our  technology  standards, 
Finally,  we  considered  the  capability  of  the  vendor  to  continue 
to  develop  the  product  into  the  future.  This  includes  their  com¬ 
mitment  and  ability  to  partner  and  grow  with  us  in  the  future." 

Once  the  requirements  had  been  determined,  Arnott  says 
Crisp's  team  and  her  own  came  together  to  merge  their  lists, 
focusing  on  what  the  business  really  needed  and  what  would 
actually  work  in  their  organization.  Ultimately,  they  signed  with 
IBM,  and  the  project  got  under  way  in  January  2011. 


How  they  did  it:  The  first  phase  of  the  project  was  techni¬ 
cal,  Arnott  says— installing  the  software,  scaling  and  ensuring  it 
wouldn't  have  any  unintended  side  effects,  "From  a  technology 
work  effort,  it  was  a  fairly  vanilla  implementation,"  Crisp  says. 

The  second  phase  consisted  of  determining  which  business 
units  would  get  the  most  value  out  of  being  in  the  pilot  group. 
TD  Bank  then  ran  workshops  with  those  groups  to  understand 
how  they  collaborated  and  determined  which  enterprise  social 
network  features-such  as  file  sharing  and  wikis-they  felt 
would  help.  "It  was  more  of  a  validation  process  so  [that]  they 
came  to  agree  that  it  made  sense  to  them,"  Arnott  says. 

By  the  end  of  the  pilot,  2,000  users  were  enrolled.  Today, 
more  than  65,000  employees  have  engaged  with  TD  Bank's 
enterprise  social  network,  and  more  than  4,000  communities, 
blogs  and  wikis  have  been  set  up, 

"It's  a  more  efficient  way  to  work,"  Arnott  says. 


Senior  Online  Editor  Kristin  Burnham  can  be  reached  at  kburnham 


@cio.com.  Follow  heron  Twitter:  twitter.com/kmburnham. 
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Virtual  Ecosystem 

VMware,  the  leader  in  server  virtualization, 
hopes  to  conquer  the  rest  of  the  data  center 

BY  JOAB JACKSON 
THE  PITCH 

VMware  has  helped  so  many  businesses  virtualize  their  servers  that 
now  the  company  wants  to  help  them  virtualize  entire  data  centers. 

Virtualization  helps  organizations  cut  hardware  and  power  costs 
while  gaining  greater  flexibility,  and  VMware  has  captured  the  lion's 
share  of  this  server  virtualization  market.  So  now  the  company  wants 
to  virtualize  other  aspects  of  IT  operations,  such  as  storage,  network¬ 
ing  and  support  for  client  devices.  VMware's  vision  is  to  tie  all  of  these 
resources  together  to  create  "fully  virtual  data  centers,"  says  Steve 
Herrod,  VMware's  CTO. 

"By  having  all  the  major  pieces  controlled  by  software,  the  software- 
defined  data  center  can  be  used  to  provision  all  enterprises  services  on 
demand,"  Herrod  says.  Such  an  architecture,  in  theory,  would  require 
fewer  machines  and  fewer  support  personnel.  It  would  also  allow  orga¬ 
nizations  to  respond  faster  to  changing  market  conditions. 
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VMware 

Headquarters:  Palo  Alto,  Calif. 
Employees:  11,000 
2011  Revenue:  $3.77  billion 
CEO:  Pat  Gelsinger  (as  of  Sept.  1) 

What  They  Do:  VMware  provides 
virtualization  and  virtualization- 
based  cloud  infrastructure  software 
designed  to  help  organizations 
streamline  the  way  they  build,  deliver 
and  use  IT.  In  July,  VMware  acquired 
Nicira,  whose  OpenFlow  technology 
will  be  folded  into  VMware's  portfolio 
of  virtual  networking  software. 


support  those  processes  and  applica¬ 
tions  with  dedicated  mission-critical 
systems,”  King  says. 


THE SCORE 


THE  CATCH 

The  software-driven  data  center  looks 
promising  for  VMware.  “The  whole 
idea  of  the  enterprise  data  center  is 
being  rethought  and  moved  into  the 
cloud,”  says  Gary  Chen,  an  analyst  at 
IDC  (a  unit  of  CIO’s  parent  company). 

Beyond  server  virtualization, 
though,  VMware  is  in  uncharted 
waters.  As  CIOs  broaden  the  scope  of 
virtualization,  they’ll  need  manage¬ 
ment  tools  to  automate  and  watch 
over  their  virtual  resources,  only 
some  of  which  may  be  VMware’s, 
says  Carl  Brooks,  an  analyst  at  451 
Research.  “That  is  a  very  different 
proposition  than  providing  a  hyper¬ 
visor,”  Brooks  says. 

VMware’s  vCloud  management 
tool  may  excel  at  managing  VMware 
cloud  deployments,  but  IT  organiza¬ 
tions  will  want  a  single  console  to  deal 


with  both  VMware  and  non-VMware 
resources.  This  is  why  the  company’s 
acquisition  of  DynamicOps  in  July 
was  a  key  development;  Dynamic- 
Ops’s  software  can  manage  both 
VMware-based  clouds  and  alterna¬ 
tives  such  as  Amazon’s  cloud. 

Also,  the  audience  for  virtual  data 
centers  may  be  limited,  given  that 
VMware  requires  organizations  to 
use  x86  hardware.  It  will  take  some 
time  for  many  organizations  to  move 
mission-critical  applications  to  x86 
hardware,  says  Charles  King,  lead 
analyst  at  Pund-IT. 

Nor  are  all  enterprises  gung-ho  to 
virtualize  every  aspect  of  their  data 
centers,  King  adds.  “The  cost  of  fail¬ 
ure,  especially  for  large  enterprises, 
typically  outweighs  the  benefits  of 
wholly  virtualized  environments,  so 
it  makes  sense  for  organizations  to 


Despite  potent  competitors  such  as 
Microsoft  and  Citrix,  VMware  still 
leads  the  way  in  enterprise  virtual¬ 
ization— a  springboard  for  providing 
cloud  services.  “The  virtualization 
vendor  best-suited  to  enable  that  mar¬ 
ket  evolution  is  VMware,”  King  says. 

Although  VMware  itself  doesn’t 
offer  a  public  cloud  service,  more  than 
100  third-party  hosting  providers 
now  use  the  company’s  vCloud  man¬ 
agement  package  for  their  own  cloud 
services.  According  to  VMware,  those 
cloud  services  are  used  by  350,000 
customers  in  24  countries. 

“We  want  to  offer  a  lot  more  choice 
in  regions  and  types  of  clouds,”  Her¬ 
rod  says.  “It’s  about  developing  a  large 
ecosystem  of  public  clouds.” 


Joab  Jackson  is  a  correspondent  for  IDG 
News  Service. 
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Our  exclusive  research  reveals  hot 
compensation  rises  and  falls  wit 

BY  KIM  S.  NASH 


Wayne  Shurts  has  accomplished  a  lot  since  he  joined  and  strat 
Supervalu  as  CIO  in  April  2010:  He  embedded  his  IT  staff  rewarded  i 
in  business  departments,  handed  out  iPads  with  real-time  bution  must 
data  to  1,100  supermarket  managers,  and  implemented  a  only  together  < 

promotion  analytics  system  critical  to  the  grocery  company’s 
business-transformation  plan.  really  big  bucks. 

For  all  that  hard  work,  Shurts  got  paid  $1.3  million  in  fiscal 
year  2011.  It’s  a  nice  sum,  but  not  as  big  as  it  could  have  been. 
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executives  can  fluctuate  40  percent  3 
our ; 

rics.  Supervalu  exceeded  its  goal  for  cash  flow,  but  fell  short  on  the  Securities  and  Exchange  ( 
same-store  sales  and  missed  net  profits  entirely,  losing  $15  billion,  everything  right,  but  larger  t 

While  some  companies  might  have  handed  out  some  cash  company  problems  can  still  1 
for  hitting  one  goal,  Supervalu  didn’t.  Its  board  of  directors  slip  away.  Sr 

stipulated  that  no  one  would  get  any  performance-related  cash  options”  to  get  itself  out  of  financial  trouble, 

payout  unless  the  company  reached  an  earnings  per  share  of  Heckert  said  in  July, 
at  least  $1.85,  the  number  the  company  had  hit  the  year  before.  “You’re  among  the  top  officers  of  the  compar 

But  Supervalu  tanked  in  fiscal  2011,  ending  the  year  losing  $7.13  fortunes  are  very  strongly  intertwined  with 
per  share,  and  executive  officers  received  zero  cash  incentives.  Rick  Ericson,  an  executive  compensation  cons 
CIOs  in  the  tippy-top  echelons  of  executive  ranks  real¬ 
ize  that  although  they  are  expected  to  perform  technology  are  outside  of  your  control.” 
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Paycheck  Metrics 

Annual  compensation  for  top  CIOs  is  tied  to 
whether  the  company  meets  financial  targets 

The  financial  metrics  that  CIOs  and  fellow  senior  executives  strive 
to  meet  measure  corporate  health,  not  specific  IT  achievements.  That 
suits  "mature  professionals"  just  fine,  says  Wayne  Shurts,  CIO  of  Super¬ 
valu,  a  $36.1  billion  grocery  chain.  "Some  years  [your  compensation] 
may  get  pulled  down  by  the  company's  overall  performance  and  other  years  you 
may  get  pulled  up,"  he  says.  "What's  important  is  that  everybody  is  focused  on  the 
company's  performance,  not  their  individual  function," 

Wal-Mart  was  criticized  this  year  for  lowering  targets  for  some  performance 
metrics,  making  them  easier  to  hit  and,  as  a  result,  making  it  easier  for  execu¬ 
tives  to  earn  large  bonuses.  Shareholders  expressed  concern  that  the  company 
now  emphasizes  sales  growth  at  the  expense  of  return  on  investment.  Wal- 
Mart  countered  that  its  metrics  and  compensation  plan  works.  "Our  incentive 
compensation  programs  provide  appropriate  incentives  to  our  senior  executives 
to  manage  the  company  in  a  manner  that  will  help  us  achieve  our  strategic  pri¬ 
orities  of  growth,  leverage,  and  returns,  and,  therefore,  maximize  shareholder 
value,"  the  company  said  in  its  latest  proxy  statement. 

Performance  metrics  can  be  highly  political,  says  Vincent  Milich,  a  compensa¬ 
tion  consultant  at  Hay  Group.  "There  is  considerable  scrutiny  of  executive  com¬ 
pensation,  The  compensation  committee  can  adjust  targets." 

Sometimes  boards  of  directors  create  a  specialized  composite  metric,  com¬ 
bining  several  measures.  For  example,  railway  company  Norfolk  Southern  last 
year  tied  part  of  the  compensation  of  senior  officers  to  a  composite  of  adher¬ 
ence  to  its  operating  plan,  train  performance  and  connection  performance. 
Other  common  metrics  include  the  following: 

Return  on  Invested  Capital  (ROIC):  Operating  income  divided  by  share¬ 
holders'  equity  plus  long-term  debt.  Home  Depot  measures  ROIC  over  three 
years  and  surpassed  its  target  for  2011. 

Book  Value  per  Share:  Shareholders'  equity  divided  by  the  total  number 
of  shares  outstanding.  Allstate  surpassed  the  minimum  level  the  board  set  for 
this  metric  last  year, 

Operating  Ratio:  Operating  expenses  divided  by  operating  revenue.  Norfolk 
Southern  improved  its  operating  ratio  last  year,  contributing  to  executive  bonuses. 

Return  on  Equity:  Net  profits  divided  by  an  average  of  shareholders' 
equity  over  a  specified  period,  Last  year,  MetLife  and  Ameriprise  Financial 
exceeded  their  return-on-equity  goals. 

Return  on  Assets:  Net  profits  plus  interest  expense  divided  by  average 
assets  over  a  period  of  time.  SunTrust  Banks  last  year  replaced  return  on  equity 
with  return  on  assets  as  a  corporate  metric  because  it  says  the  asset  measure¬ 
ment  better  reflects  company  performance  and  profitability.  -K.5.N. 


Metric  Madness 

It  used  to  be  that  CIOs  were  judged  and 
rewarded  solely  on  IT  achievements: 
projects  finished  on  time  and  on  budget, 
compliance  systems  installed  and  work¬ 
ing,  key  hires  made.  That’s  still  how  it  is 
for  many  CIOs,  whose  companies  view  IT 
as  a  support  function. 

But  as  enterprises  build  business 
models  around  IT,  CIOs  gain  stature 
and  influence— as  well  as  the  pressure  of 
trying  to  hit  a  list  of  accounting  targets 
that  were  once  the  burden  of  the  CEO 
and  CFO  only.  Michael  Basone,  CTO  at 
Weight  Watchers  International,  says  IT 
leaders  must  remain  undaunted.  Finan¬ 
cial  metrics  help  focus  top  executives  on 
the  same  goals,  Basone  says.  But  that’s 
only  half  the  battle.  Companies  must 
also  foster  true  collaboration  at  the  top, 
he  says,  because  IT  is  fused  with  every 
other  part  of  the  business. 

Without  IT,  there’s  no  sales  or  profits  or 
customer  service  or  geographic  expansion 
or,  increasingly,  competitive  advantage. 

One  way  to  assess  how  high  the  stakes 
are  for  companies— and  for  their  CIOs, 
personally  and  professionally— is  to  dis¬ 
sect  the  compensation  plans  of  some  pow¬ 
erful  IT  leaders.  Among  the  1,000  biggest 
public  companies  in  the  United  States,  45 
CIOs  were  rewarded  highly  enough  last 
year  to  be  included  in  the  proxies  required 
by  the  SEC,  which  explain  how  the  top 
five  company  executives  are  paid.  Com¬ 
pensation  for  this  elite  45  is  a  complex 
formula  of  fixed  pieces,  such  as  salary 
and  perquisites,  and  variable  pieces  made 
up  of  cash,  stock  and  options.  Within  the 
variable  portion,  there  are  both  short-  and 
long-term  grants.  To  get  them,  executives 
have  to  achieve  the  financial  goals  the 
board  specifies.  The  motivation?  Vari¬ 
able  pay  can  account  for  70  percent  to  80 
percent  of  a  CIO’s  compensation. 

There’s  no  uniformity  in  those  metrics. 

Profits  and  sales  are  popular,  of  course, 
but  CIOs  in  our  analysis  were  on  the  line 
for  at  least  a  dozen  other  measurements 
last  year,  including  cash  flow,  return  on  invested  capital,  book 
value  per  share  and  operating  ratio.  There  is  also  usually  an 
industry-specific  metric.  For  example,  Norfolk  Southern  CIO 
Deborah  Butler  had  to  help  her  peers  improve  the  railroad’s  train 
and  connection  performance.  (Partially  achieved.)  Allstate  CIO 
Suren  Gupta  had  to  help  increase  the  number  of  policies  sold  to 
households  that  might  be  interested  in  multiple  kinds  of  insur¬ 
ance.  (Not  achieved.)  Sometimes  special  events  at  the  company 


dictate  a  goal.  Laboratory  Corporation  of  America  (LabCorp) 
recently  acquired  three  smaller  medical  testing  companies,  and 
one  2011  goal  for  CIO  Lidia  Fonseca  was  to  help  attain  specific 
savings  from  integrating  those  acquisitions.  (Achieved.) 

Some  companies  disclose  more  than  others.  Home  Depot,  for 
example,  reveals  three  levels  of  goals  for  each  of  its  four  metrics 
for  2011:  sales,  operating  profit,  inventory  turns  and  return  on 
invested  capital.  (See  “Paycheck  Metrics,”  above.)  The  company 
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The  fact  that  CIOs  are  measured 
and  paid  in  the  same  ways  as  other 
senior  officers  is  a  sign  of  matu¬ 
rity,  says  Lidia  Fonseca,  CIO  of 
Laboratory  Corporation  of  America. 


COVER  STORY  Compensation 


also  shows  the  relative  weighting  of  each  metric  in  its  incentive 
plan.  CIO  Matt  Carey  earned  $1.1  million  in  stock  and  $656,000 
in  options  mainly  because  the  company  surpassed  targets  for 
operating  profit  and  return  on  invested  capital  over  a  three-year 
period.  Carey’s  total  compensation  of  $3.2  million  puts  him  in 
the  top  10  among  our  45  most  highly  paid  CIOs  (see  “Compen¬ 
sation  Champs”  chart,  Page  28). 

Weight  Watchers,  on  the  other  hand,  is  more  vague  in  its  SEC 
filing.  The  company  specifies  a  target  for  operating  profit  (at  least 
$423.2  million,  the  same  as  it  saw  in  2010).  But  it  doesn’t  reveal 
numerical  goals  for  its  online  business,  which  Basone  runs  as 
president.  He  says  he  surpassed  his  marks  for  Weight  Watchers, 
com,  with  online  subscribers  up  50  percent  in  2011  compared 
to  2010.  Basone  earned  $1.3  million  last  year;  he  got  a  $390,000 
bonus,  or  91.5  percent  of  his  $426,000  salary,  for  attaining  goals 
for  the  online  business  and  for  the  company  as  a  whole.  He  also 
received  awards  in  stock  ($199,000)  and  options  ($252,000),  the 
same  as  his  fellow  officers,  and  other  financial  benefits. 

Ericson  at  PwC  notes,  however,  that  even  the  most  inven¬ 
tive  compensation  plans  can’t  pull  a  great  performance  from 
a  mediocre  CIO.  More  important  to  the  company  over  time  is 
getting  the  right  CIO  in  the  first  place.  With  all  that  top  officers 
are  responsible  for,  he  says,  “if  things  go  badly,  any  one  person 
can  materially  hurt  a  company.” 


No  "I"  in  Team 

CIOs  may  also  have  individual  technology  goals  set  by  the  CEO 
and  approved  by  the  board.  But  achieving  individual  goals 
doesn’t  boost  annual  take-home  pay  by  much  because  the  IT 
goals  aren’t  weighted  nearly  as  heavily  as  corporate  financial 
targets.  For  every  $100  in  incentive  compensation  for  top  offi¬ 
cers,  Ericson  estimates,  $10  or  less  comes  from  achieving  per¬ 
sonalized  goals.  “That’s  the  numerical  reality.” 

So,  while  rolling  out  mobile  applications  to  the  sales  force 
is  important  for  the  CIO  to  do  well  and  it  might  ultimately  help 
increase  corporate  revenues,  the  mere  act  of  completing  the 
mobile  project  doesn’t  buy  a  CIO  much,  personally. 

For  a  company,  allowing  too  many  individualized  goals  cre¬ 
ates  the  risk  that  particular  executives  will  focus  on  their  own 
targets  to  the  detriment  of  the  corporation,  says  Vincent  Milich, 
a  compensation  expert  at  Hay  Group,  a  management  consulting 
company.  Metrics  define  behaviors,  he  says.  “During  the  reces¬ 
sion,  we  had  people  making  millions  in  bonuses  and  grants 
while  the  organization  was  going  down  the  tubes.” 

The  recession  has  been  a  downer.  Gone  are  country-club 
memberships  and  family  use  of  the  corporate  jet,  which  were  two 
popular  perks  for  CIOs  five  or  six  years  ago.  Today  club  mem¬ 
bership,  if  you  want  it,  is  on  you  and  the  jet  is  usually  reserved 
for  the  CEO  and  sometimes  his  family,  thank  you  very  much. 
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Compensation  CHAMPS 

The  proxy  statements  of  public  corporations-which  are  filed  with  the  Securities  and 
Exchange  Commission  and  are  publicly  available-describe  the  compensation  packages  of 
the  five  most  highly  paid  executives.  Sometimes  that  includes  the  CIO.  Below  are  the  10  most 
highly  paid  CIOs  among  those  listed  in  2011  proxy  statements  for  Fortune  1000  companies. 


U  2011  Salary 


2011  Performance-Based  Pay* 


2011  Total  Pay 


Footnotes: 

(1)  Includes  awards  of  stock  and  options,  other  incentive  pay,  perks  and  cash  bonuses,  if  any. 

*  Left  April  2011,  replaced  by  Robert  Edwards. 

**  Held  position  until  Nov.  2011,  when  she  became  EVP  of  Global  Employee  Benefits,  a  new  business  unit;  replaced  by  Martin  Lippert,  who  joined  from  Citigroup, 
***  Retired  in  June  2012,  replaced  by  Kevin  Summers,  who  joined  in  July  from  Whirlpool. 
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Discretionary  cash  bonuses  are  few  and  far  between  these 
days,  too.  Just  11  of  the  45  CIOs  in  our  study  got  such  gifts  last 
year,  compared  to  19  of  the  52  CIOs  listed  in  proxies  in  2006. 
The  drop  from  37  percent  to  24  percent  receiving  discretion¬ 
ary  bonuses  reflects  a  new  activist  attitude  among  board  com¬ 
pensation  committees,  Milich  says.  “The  oversight  around 
compensation  is  more  intense,  focused  on  making  sure  we’re 
getting  something  for  the  bonus  dollars  we’re  paying  out.” 

Supervalu’s  Shurts,  it  must  be  said,  did  get  some  cash  in  fiscal 
2011  that  was  unrelated  to  company  performance:  a  $125,000 
hiring  bonus  and  a  $50,000  discretionary  bonus  from  his  CEO. 

Meeting  financial  metrics  “is  the  fun  part”  of  the  CIO  job, 
Shurts  says.  ‘Anything  we  do  in  IT  must  tangibly  affect  some¬ 
thing  that  our  customers  can  feel  [or]  that  our  P&L  sheet  can 
see,”  he  says.  “Even  just  five  years  ago,  how  much  did  we  talk 
about  IT  and  the  [corporate]  revenue  line  at  a  company?  Very 
little.  Today  it’s  a  big  thing.” 

That  attitude  trickles  down  to  his  staff  because  he  uses  the 
financial  targets  to  clarify  IT’s  mission.  When  project  ideas  are 
assessed  against  corporate  goals,  it’s  easy  to  see  what  to  work 
on  and  what  to  ignore,  he  says.  “The  question  becomes,  How  do 
we  not  just  do  what’s  technically  possible  or  cool,  but  how  do  we 
impact  these  metrics?  It  gives  your  IT  effort  focus  and  an  agenda.” 

Fonseca  uses  a  similar  clarifying  technique  for  her  IT  staff. 
The  main  way  LabCorp  makes  money  is  by  physicians  ordering 
tests,  she  says.  IT  must  work  fast  to  get  new  customers  con¬ 
nected  to  LabCorp  and  to  supply  them  with  the  right  electronic 
tools.  “It’s  important  they  can  start  turning  into  revenue,”  she 
says.  Like  Home  Depot,  LabCorp  set  three  levels  of  corporate 
goals— threshold,  target  and  “superior”— and  the  company  sur¬ 
passed  the  top  end  of  three  out  of  four  of  its  metrics  last  year. 
Fonseca  took  home  $1.2  million. 

Eyes  on  the  Price 

CIOs  who  earn  multimillion-dollar  payouts  know  that  the 
value  of  their  stock  and  options  grants  depends  on  the  price 
of  the  company’s  stock.  When  it  comes  to  awards  of  straight- 
up  shares,  it’s  the  bigger,  the  better.  Options,  meanwhile,  are 
worth  the  difference  between  the  stock  price  on  the  day  they’re 
awarded  and  the  day  they  vest.  That  means  stock  price  may  be 
the  most-watched  metric  of  all,  Milich  says. 

“In  the  organization’s  lobby,  a  ticker  shows  it.  People  have  it 
on  laptops  and  desktops  and  mobile  phones.  When  it’s  been  a 
bad  day  for  the  company  in  terms  of  stock  price,  you  feel  it,”  he 
says.  “Executives  always  look  at  it.” 

Monitoring  share  price  is  exactly  what  responsible  execu¬ 
tives  should  do,  Gupta  says.  The  idea  is  that  if  you,  as  part  of 
the  leadership  team,  hit  all  the  financial  metrics  you’re  after, 
the  company  becomes  more  valuable,  people  want  to  invest  in 
it  and  the  stock  price  rises.  Allstate’s  big  financial  goal  now  is 
13  percent  return  on  equity  (ROE)  by  2014,  meaning  the  com¬ 
pany  wants  to  generate  at  least  13  percent  in  profits  from  the 
money  people  have  invested  by  buying  shares  of  stock.  “ROE 
is  all  about  shareholder  value,”  he  says. 

Allstate,  however,  has  a  long  way  to  go:  ROE  last  year  was 
4.2  percent.  The  insurer  posted  just  $788  million  in  profits  on 
more  than  $32  billion  in  revenue.  And  many  of  those  multi- 


"YOU  CANNOT  BUY  STOCK  IN 
A  COMPANY'S  IT,  FINANCE 
OR  MARKETING  FUNCTIONS. 

A  company  is  a  team, 
and  it  either  wins  or 
loses  together." 

-Wayne  Shurts,  CIO,  Supervalu 

policy  households  disappeared.  Allstate  had  a  target  of  selling 
50,000  new  policies  to  existing  customers  last  year,  but  instead 
it  lost  more  than  36,000  policies. 

Gupta,  who  joined  Allstate  in  April  2011,  has  ideas  for  how 
IT  can  help  Allstate  reverse  those  trends.  He  wants  to  upgrade 
the  technology  of  insurance  agents  in  local  offices  and  central¬ 
ize  customer  data  from  Allstate’s  many  policy  databases.  This 
would  allow  agents  to  serve  customers  better  and  sell  to  them 
more  efficiently,  he  says.  He  is  also  holding  his  group  to  3,726 
service-level  agreements,  which  helps  to  improve  IT’s  reputa¬ 
tion  within  the  company. 

CEO  Thomas  Wilson  likes  Gupta’s  plans  so  much  that  he 
gave  the  new  CIO  $500,000  in  bonus  money  last  year  for 
quickly  re-aligning  the  IT  group  and  “planning  to  enhance  the 
use  of  technology”  at  the  company,  according  to  its  latest  proxy 
statement.  Gupta’s  total  compensation  for  2011  was  $2.9  million. 

To  entice  high-performing  executives  to  stay  and  commit 
to  creating  lasting  value  for  the  company  and  investors,  com¬ 
panies  offer  long-term  incentives  of  stock  and  options  awards. 

It  can  take  five  years  to  reap  the  rewards  of  such  grants.  For 
example.  Home  Depot  is  only  now  paying  out  on  stock  granted 
in  2009.  At  Supervalu,  Shurts  won’t  see  some  of  his  options 
fully  vest  until  2014.  That’s  why  they  call  it  “long-term.” 

Coming  of  Age 

That  CIOs  are  measured  and  paid  in  the  same  ways  as  other 
senior  officers,  Fonseca  says,  is  a  metric  itself— of  maturity.  As 
CIO,  she  is  the  only  IT  member  of  a  15-leader  team  that  approves 
and  prioritizes  company  IT  projects,  and  she  is  one  of  a  smaller, 
more-exclusive  group  that  strategizes  about  new  business  the 
company  wants  to  create. 

“For  us,  it’s  not  just  aligning  with  the  business.  IT  has  to  be 
in  the  business,”  she  says.  “That  has  been  a  key  driver  in  being 
an  effective  CIO.” 

As  companies  begin  to  make  their  CIO  compensation  similar 
to  that  of  other  senior  business  leaders,  Shurts  adds,  “it  is  a  com¬ 
ing  of  age.”  He  relishes  his  role  as  a  fellow  C-level  strategist  at 
Supervalu.  “My  contribution  is  equal  to  any  other  executive’s,” 
he  says.  “You  cannot  buy  stock  in  a  company’s  IT,  finance  or 
marketing  functions.  A  company  is  a  team,  and  it  either  wins 
or  loses  together.”  QQ 


Contact  Senior  Editor  Kim  S,  Nash  at  knash@cio.com.  Follow  her  on 
Twitter  at  twitter.com/knash99. 
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Start  the  Presses! 

Traditional  bookstores  struggle  to  keep  up  with  online  retailers  and  e-readers,  which  can  stock  an  enor¬ 
mous  supply  of  instantly  available  books.  Enter  the  Espresso  Book  Machine:  In  a  few  minutes,  it  prints, 
collates  and  binds  a  single  book  on  demand.  The  brainchild  of  publishing  luminary  Jason  Epstein,  former 
editorial  director  of  Random  House,  the  machine  was  developed  by  a  New  York  startup  in  2003  and  can  be 
found  in  about  50  small  retailers  worldwide.  Among  them  is  Harvard  Book  Store,  a  privately  owned  shop 
in  the  heart  of  Massachusetts’s  Harvard  Square.  The  store’s  owner,  Jeff  Mayersohn,  says  it’s  not  cost-effective 
to  stock  rarely  bought  books,  but  with  the  printer,  he  can  offer  instant  access  to  any  of  the  seven  million  titles 
available  in  the  cloud-based  EspressNet  digital  catalog.  He  can  also  provide  a  service  to  local  authors  looking 
to  self-publish.  The  store  prints  1,000-1,500  books  a  month.  “There  are  still  people  who  like  having  a  printed 
book,  and  this  is  a  wonderful  compromise,”  says  Mayersohn.  -Lauren  Brousell 
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21st  century  school  district. 
$71  million  in  energy  savings. 

A  high-quality,  safe  and  secure  academic  environment-that's  what  Buffalo  School  District  in  New  York  is 
creating  for  its  34,000  students.  Partnering  with  Johnson  Controls,  Buffalo  embarked  on  a  massive  project 
to  reduce  energy  costs  and  modernize  its  65  facilities. 

The  improvements  include  retrofitting  lighting,  and  heating,  ventilating  and  air-conditioning  equipment;  and 
installing  a  district-wide  fire  and  security  system-all  integrated,  managed  and  controlled  by  Johnson  Controls' 
Metasys®  building  management  system. 

The  result?  Buffalo  School  District  is  expected  to  reap  $71  million  in  energy  savings  over  the  next  20  years. 
Through  a  performance  contract  with  Johnson  Controls,  Buffalo  is  using  its  savings  to  help  offset  the  cost  of 
creating  a  21st  century  academic  environment-providing  state-of-the-art  technology  and  comfortable  facilities 
that  work  better  for  students  and  teachers  alike. 

Johnson  Controls  can  make  your  buildings  work  for  you  more  efficiently,  sustainably  and  profitably.  To  learn  more, 
visit  MakeYourBuildingsWork.com  or  call  888-601-5853. 
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estimates,  June  2012:  VNX,  VNXe,  Celerra  NS  can  run  any  of  Flare  and  Dart  Operating  Systems.  Contribution  of  these  products  to  the  OS  share  has  been  estimated  based  on  the  proportion  of  NAS 
and  SAN  installations  in  these  products  (NAS  -  Dart;  SAN  -  Flare). 


